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This matter of building pride 


of calling, and professional con- 


sciousness, among controllers, is proceeding 
apace. Nearly four hundred controllers have acknowledged 
possession of this progressive spirit by uniting with the national body, 
THE CONTROLLERS INSTITUTE OF AMERICA.—@Q Now comes the season 
when controllers from east and west, north and south, have an oppor- 
tunity to get together, form new acquaintanceships, compare notes, and 
gain fresh ideas concerning their own problems.—@ The occasion is 
the Annual Meeting of The Institute, to be held in New York City, at 
the Waldorf-Astoria Hotel, Monday and Tuesday, September 17 and 
18. The only charge to members will be for the Annual Dinner. 
Bring your Tuxedo and help demonstrate the character of men who 
make up this organization.— Visitors may attend any of the sessions 
except the annual business session, which is for members only. This 
will be a family gathering at which all may speak their minds. Visitors 
who attend technical sessions will be taxed $1 registration fee for each 
session.—@ If you like golf, and want to play, on Wednesday, after 
the sessions are all over, let the Registration desk know; or better yet, 
drop a line in advance.—@ The gathering, we can say without hesita- 
tion, will be the biggest and most profitable yet conducted. Make your 


plans now to bea part of it. More details later 
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Ledttortal Comment 


| 7HAT is the soul of this controllers’ organ- 
ization, the fundamental idea on which it is 
based ?” 

That question was asked by the controller of one 
of the largest corporations in Pittsburgh. He has 
been a member of THE CONTROLLERS INSTITUTE OF 
AMERICA for six months, and is active in its work. 

The answer to the question was given promptly. 


It is: 
“Service to American business.” 


What ever controllers may do to make themselves 
more useful to their companies, helps the conduct of 
business; exchange of views by controllers, the pass- 
ing on to controllers of information as to how 
specific problems are handled by those who have 
made intensive studies of particular questions, has 
proved of immense value. The making of acquaint- 
anceships among controllers aids this development. 

“The answer is just what I hoped it would be,” 
was the comment of the controller who asked the 
question. 

“So long as the controllers’ organization is kept 
on that high plane, it will be a valuable body.” 


NTROLLERS generally are economists. A 

knowledge of economics is a part of their 
equipment. Likewise of statistical procedures. The 
making of budgets, and the enforcement of adher- 
ence to those budgets, calls for a knowledge of both 
economics and statistics. 

It is sometimes surprising to those who are not 
familiar with the exact range of duties of a control- 
ler to learn that supervision of auditing and account- 
ing is not the principal duty of that officer. So many 
controllers come from the ranks of accountants that 
the misunderstanding is natural. 


Ww the close of one year of operation under 
the NR A codes, it is but natural to take stock 
of accomplishments, and to check up on the work- 
ings of this system. Controllers of the country will 
do that, in the annual meeting of THE CONTROLLERS 
INSTITUTE OF AMERICA in September. The survey 
should yield interesting conclusions. 


oT HIS number of THE CONTROLLER is dated July- 
August for the purpose of bringing the publica- 
tion date to the first of the month. Subscribers will 
receive an extra number to compensate for this as- 
signment of two dates to one issue. Look for your 
copy on the first of each month hereafter. 
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Course of Currency Inflation in Europe 
Compared with American Policies 


Demands for Relief Expenditures Here Greater Than Those in Germany 
and France—Cheapening of Money One Way to Reduce Wages—Inflation 
Never of Permanent Benefit to Any Nation—Paper by Dr. WALTER S. LANDIS. 


HE paper that follows was de- 

livered by Water S. LANDIS, 
D.Sc., before the New York Control 
of THE CONTROLLERS INSTITUTE OF 
AMERICA, on” March 22, 1934. It 
presents a detailed comparison of steps 
leading to currency inflation in Ger- 
many and in France, with moves that 
have been made by the American gov- 
ernment, and concludes with a strong 
declaration that currency inflation 
never did any country any permanent 
good. 

It is a subject of great importance 
to industrialists and to controllers—in 
fact, to all Americans. 

Dr. LANDIS 7s vice-president of the 
American Cyanamid Company, and is 
a past president of the American Elec- 
tro-Chemical Society. He went to Ger- 
many some time ago and there made 
an investigation of the events leading 
up to inflation, and of the influence 
of inflation on trust funds. 

—THE EDITOR. 


The Brothers Bing of Nurnberg set 
up a company in Germany to manu- 
facture a miscellaneous variety of 
metal objects on January 30, 1895. 
The company prospered greatly in its 
chosen field, and was later reorganized 
as Bing Werke with a capital of one 
hundred million marks. 

Dividends were paid regularly, 12 
per cent. in 1913, the year before the 
war. During the war the metal work- 
ing equipment was of immense serv- 
ice to the German army and earnings 
grew, the dividend for 1915 being 18 
per cent. for 1916 and 1917 each 20 
per cent. In 1919 after the war an 


18 per cent. dividend was paid, and 
the same for 1920. 

The family of the founders con- 
tinued to manage the business, and 


such prominent men as Dr. Schacht, 
later head of the Reichs Bank, was a 
director. Its shares were listed on the 
three largest exchanges of Germany. 

As of December 31, 1920, the as- 
sets totalled two hundred and thirty- 
three million marks of which one hun- 
dred million was lands, buildings, 
equipments, inventory, and the like; 
fourteen million cash and _ securities, 
and one hundred and eleven million 
receivables. 

The liabilities included reserves of 
various kinds to which I call particu- 
lar attention: 


Depreciation, 28,000,000 
Insurance against mark 

depreciation, 32,500,000 
Reserve for bad debts, 38,000,000 
Bills payable, 37,000,000 
Mortgages, 1,000,000 
Surplus, was 11,500,000 


For 1920 factory profits were thirty- 
four millions from which an 18 per 
cent. dividend was paid. 


Mark Dropped in Value 

The German mark was not redeem- 
able in gold after August, 1914. In 
the open exchange market the mark 
dropped in value steadily until in De- 
cember, 1918, it had lost about 50 
per cent. of its pre-war value. The 
shrinkage in value was much more 
rapid in 1919 and subsequently, and 
on December 31, 1920, it took seven- 
teen paper marks to equal one gold 
mark. On this same date the cost of 
living had increased nearly twelve 
times pre-war, and wholesale prices 
fourteen and one-half times, wages 
about six times—all of which should 
be kept in mind in appreciating this 
Bing statement of 1920. 

I have before me the annual state- 


ment of Bing Werke for the year end- 
ing December 31, 1923. The asset 
total was then nine quintillion seven 
hundred quadrillion marks. 

The inventories of raw materials 
and finished products was six quin- 
tillion, the receivables three quintil- 
lion, and the cash and securities about 
six hundred quadrillions. At the same 
time all the other items had been writ- 
ten down to thirty-three marks. 

On the liabilities side this balance 
sheet showed two quintillion three 
hundred quadrillion marks of bills 
payable, reserves for taxes one quin- 
tillion six hundred quadrillion, bank 
debts two quintillion three hundred 
quadrillion and a reserve for adjust- 
ment of currency of two quintillion. 
The surplus account stood at six hun- 
dred quadrillion of marks. The ac- 
counts were still carried in pfennigs 
so that the total on the balance sheet 
contained twenty-one digits. 

The gross factory profit for the year 
was two quintillion eight hundred 
quadrillion marks which after taxes, 
reserves, write-down, and the like, 
gave a net earning to balance of six 
hundred quadrillion of marks. 


Not in Good Condition 


You will notice that in spite of 
these enormous figures the corporation 
was not in good shape for it had ac- 
cumulated bank debts amounting to 
two quintillion three hundred quad- 
rillion of marks, whereas before in- 
flation they had mortgages of a little 
more than one million marks. Under 
the laws existent in Germany all corpo- 
rations were required to commence the 
year 1924 with a gold balance sheet 
after the Government had determined 
to stabilize the currency at the rate 
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of one trillion of the old marks, for 
one of the new gold marks. Accord- 
ingly one day later as of January 1, 
1924, this corporation had to set up 
a gold balance sheet, a copy of which 
I have here. Again referring back to 
the balance sheet of the 31st of De- 
cember, 1923, with practically every- 
thing written off except inventories, 
cash and securities, you will remember 
the total was nine’ quintillion seven 
hundred quadrillion of marks. The 
new gold balance sheet one day later, 
showed a total of assets of 23,171,024 
marks; this was a shrinkage in the 
ratio of approximately four hundred 
billion to one. 

In this new gold balance sheet one 
day later there was about 600,000 
marks of cash and securities, 3,000,000 
marks of receivables and on the liabil- 
ity side six million marks of bills 
payable and bank debts, and 80,000 
marks of mortgages. There was no 
surplus in spite of the fact that the 
capital stock had been written down 
so that 1,000 marks of the common 
shares had been revalued at 50 marks 
and 1,000 marks of the preferred 
share par value had been written down 
to one mark. 

This company is no longer in ex- 
istence as we pointed out that its bal- 
ance sheet had made a very unfavor- 
able showing and as a consequence 
it went broke in the stabilization pe- 
riod of 1924-25. 

These balance sheets also bring to 
light an interesting development of 
the inflationary period in Germany in 
that the old company had common and 
preference shares issued to the value 
of about 60 million marks. 


Old Shares Diluted 

In January, 1923, they issued new 
shares to the par value of seventy-five 
million marks, of which the share 
holders took forty million marks 
worth, and thirty-five million marks 
went into the treasury for sale. To a 
certain extent, therefore, the old shares 
were enormously diluted by this new 
issue and the sum total of the one 
hundred and twenty-five million 
marks of shares which had been issued 
by this company in its history finally 


appeared in the gold balance sheet at 
13,765,000 marks or about in the ratio 
of one to ten. 

I have not picked out an exceptional 
case here. It is just one of the old 
conservative companies of Germany 
that was caught in the inflation. 

I have a similar story here of an old 
chemical house in Germany, the Theo- 
dore Teichgraever Company which was 
a manufacturing and wholesale drug 
house that had been in business for a 
number of years. Their statement for 
1922 which was in a period of con- 
siderable inflation totalled nine hun- 
dred and five million marks. This 
same statement for 31st December, 
1923, showed a total of one quintil- 
lion seven hundred and twenty quad- 
rillion of marks. 

On the liability side they acquired 
a mortgage of one hundred and five 
billion marks, this having increased 
from two million on the 31st of De- 
cember, 1922. From that standpoint 
inflation did not seem to write off any 
mortgage debts. 

The accounts receivable were eight 
hundred and seventy billion marks and 
accounts payable and bank debts eight 
hundred ninety billion marks. The 
surplus was six hundred and eighty 
billion marks. 

One day later when the gold bal- 
ance was opened up our total assets 
of one quintillion seven hundred quad- 
rillion of marks had dropped to five 
million three hundred thousand marks. 
The cash was only twenty-three thou- 
sand marks. The receivables were 
660,000 marks. The mortgage was 
158,000 marks. There was no surplus. 
This company also went out of exist- 
ence in the stabilization period, the 
reasons being perfectly evident from 
the statements. 


Insurance Companies Liquidated 

I could repeat this history much 
oftener than you would care to listen 
to it. I have the statements of the 
banks and the insurance companies 
and very excellent financial analyses, 
particularly of the several groups of 
insurance companies in Germany. They 
all show this same type of shrinkage, 
and as a matter of fact the insurance 


companies all liquidated and reorgan- 
ized following stabilization. 

I think what is troubling you is 
“Well what about it, that is not going 
to happen here. It cannot happen 
here.”” Now that is the real situation 
that I would like to present to you. 

Our administration at Washington 
has not made public its monetary 
plans. We are all aware of the fact 
that a year ago the redemption value 
of our currency was cancelled. We are 
not allowed to possess gold. We are 
not allowed to write contracts with a 
gold clause in them. 

The administration was permitted 
to issue three billion dollars of paper 
currency without backing of metal, 
that is, greenbacks. Congress has been 
flirting with the free coinage of silver. 
One branch has proposed to pay the 
soldier bonus in greenbacks. Under 
act of Congress the President was per- 
mitted to revalue the dollar at some 
point between 50 and 60 per cent. of 
its old value. 

The administration used every pub- 
licity means in its power to explain 
to the public that this was stabilization 
and we were now on a gold exchange 
basis and we need have no further 
business worries over the currency. 
Let us, therefore, examine these sev- 
eral acts of this publicity from Wash- 
ington in the light of the situation in 
Germany and in France. Before the 
war both Germany and France were 
on an actual gold basis, that is gold 
coins circulated freely. Business had 
been good in Germany and for some 
years the Germans had been accumu- 
lating gold until at the outbreak of 
the war their stock of gold was more 
than two billion marks. It was not 
as large as ours but it was quite a 
comfortable sum for that country with 
its seventy million people. The Ger- 
man Government had _ outstanding 
about four billion marks worth of 
Government bonds of long term and 
carrying only 3 per cent. interest rate. 
There were no foreign borrowings of 
Germany, the debt being entirely in- 
ternal. The balance of trade includ- 
ing invisible imports of currency and 
credits was quite favorable, otherwise 
there would not have been this ac- 
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cumulation of gold by the Govern- 
ment. 
Ample Gold in France 

The situation in France was not un- 
like that in Germany. They had ample 
gold to use as a circulating medium, 
the currency was stable and redeem- 
able in gold. The French Govern- 
ment on the other hand had a Govern- 
ment debt of about thirty-billion 
francs, not all of it internal. Credit, 
however, was good and these securi- 
ties had been sold on a three and four 
per cent. interest basis. 

When the war came along every 
country in Europe left the gold stand- 
ard; that is their currency was no 
longer redeemable in gold and gold 
was withdrawn from circulation. Much 
of it had disappeared into hoarding. 
With the war on, expenses began to 
grow in all the countries of Europe, 
but few of them made any attempt to 
cover any large proportion of these ex- 
penses by taxes. In other words tax 
rates were not increased to any great 
extent during hostilities. At the close 
of the war or say for Germany the 
fiscal year ending April 1, 1919, the 
German Government had expended 
one hundred and fifty-eight billion 
marks and had collected in taxes 
twenty-one billion seven hundred mil- 
lion marks, which left a deficit of one 
hundred and thirty-seven billion marks. 
Of this deficit ninety-seven billion six 
hundred million marks was covered 
by long term bonds issued during the 
war and the rest by short term paper 
and paper currency. Bankers and 
economists agreed that this was not a 
serious picture in itself, that the past 
history of the country and its develop- 
ment was such that the seventy million 
people could take care of it, particu- 
larly as they started with practically 
no debt. 


French Situation Different 
The French situation differed some- 
what from the German. Between 


January, 1914 and December, 1918, 
the French expended one hundred and 
seventy billion francs against a reve- 
nue of twenty-six billion. The French 
had a debt at the beginning of 1914 
of nearly thirty-three billion francs. 


In consequence of the deficit indicated 
above during the war and the debt at 
the beginning of the war, France 
found herself, at the beginning of 
1919, with a total debt of one hundred 
and seventy-three billion francs. About 
thirty billion francs of this debt were 
held in foreign countries, much of it 
payable in foreign currencies. At the 
end of 1918 the French franc which 
for the greater part of the war period 
was artificially stabilized by agreement 
between the Allies had lost only about 
10 per cent. of its exchange value. 
In this respect the French debt really 
represented, say in terms of dollars, a 
much greater value than the German 
debt for the German mark at the be- 
ginning of 1919 had lost about 50 per 
cent. of its dollar value. 

On the whole I think financial stu- 
dents would agree on the basis of the 
paper statements of France and Ger- 
many that Germany with its large 
population, its more highly developed 
institutions made a better showing and 
probably stood the best chance of pull- 
ing through without inflation. But 
unfortunately that is only part of the 
story. 

The German armies returned from 
the war and found a country torn by 
revolution just at a time when they 
had to be disbanded and absorbed by 
industry. For the year 1919 this proc- 
ess went on slowly and we have no 
clear figures. However the begin- 
ning of 1920 we have some partial 
statistics that about one-half million 
men were out of employment in Ger- 
many and were receiving doles from 
the Government. 

The same situation existed in France 
but we have no statistics of employ- 
ment for 1919 and only very partial 
ones showing a very few unemployed 
in 1920. This is quite understandable 
since France had a large reconstruction 
problem ahead of her which could 
readily absorb the disbanded army, 
as a matter of fact as we shall see later 
labor was actually imported to speed 
up this reconstruction period so that 
unemployment would be quite unex- 
pected. 

It was not until 1921 that repara- 
tions were fixed by treaty so that the 


effect of this burden on Germany 
should not have been noticed in 1919. 
Under the Versailles treaty, effective 
January 10, 1920, the Germans were 
supposed to deliver bonds to the Allies 
to the face value of one hundred bil- 
lion gold marks of which twenty bil- 
lion were to mature May 1, 1921. In 
the meantime the total reparations 
were to be determined and this was 
fixed at one hundred and thirty-two 
billion gold marks on April 27, 1921. 
Germany had been making some pay- 
ments in material, the total amount 
appraised by the Allies at two and 
one-half million gold marks, up to 
the spring of 1921. Therefore, up until 
1921 the burden of the Versailles 
treaty was not a controlling factor in 
German finance. 

Beginning with 1919 the German 
mark stood at 8 to the dollar in Jan- 
uary or a discount of 50 per cent. 
During the year 1919 it fluctuated 
considerably and in December of that 
year it had reached a discount of about 
95 per cent. We have very little in- 
formation on this 1919 budget of Ger- 
many but it looks as if they had ex- 
pended during that year about eighty 
million paper marks and had raised by 
taxes seventeen billion paper marks 
leaving a deficit of sixty-two billion 
paper marks, which at the average ex- 
change for the year would have been 
about four billion dollars. 


Where Money Was Expended 

Just where this was expended is very 
difficult to find out but undoubtedly 
most of it went into relief of various 
kinds, some to the railroads and some 
to direct dole, as they had about 
500,000 men on the dole at the end 
of the year. 

The French budget for 1919 showed 
an expenditure of about sixty billion 
francs of which about ten billion was 
raised in taxes and the rest borrowed. 
This meant a deficit of about forty- 
nine billion francs, a very considerable 
share of which was borrowed in for- 
eign countries and increased the total 
bonded debt to two hundred and fifty- 
three billion francs. This deficit of 
forty-nine billion paper francs in 1919 
was equal to seven billion dollars at 
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the average rate of exchange at the 
end of the year. In other words France 
was spending money and running into 
deficits at nearly twice the rate of 
Germany. 

In 1920 the German Government 
expended one hundred and twenty-one 
billion marks, but by this time had a 
new tax system working and had col- 
lected thirty-eight billion marks so 
that the deficit was eighty-three billion 
marks for the year or again reduced 
to dollars at the average exchange rate 
for the year, was only one billion four 
hundred million dollars. In 1920 the 
French deficit had also been checked 
by a somewhat better tax collection 
and amounted to thirty-eight billion 
francs or the equivalent of about two 
and three-quarter million dollars. We, 
therefore, find that until 1920 a more 
favorable outlook in Germany for get- 
ting out of this financial difficulty than 
we had in France. 


Early Stages of Inflation 

I emphasize this particularly to show 
you that in the early stages of inflation 
it is extremely difficult to determine 
where one is headed. Remember now 
that these countries had been off gold 
since 1914 or a total of six years and 
the situation was not yet believed out 
of hand. 

Of course, when the international 
conferences determined the German 
reparations then the picture was 
changed. These reparations were fixed 
at one hundred and thirty-two billion 
gold marks or almost equal to the 
total German Government debt, and 
was such a burden that people just 
did not seem to care what happened 
to their currency and the situation got 
away from them. It was not until 
the end of 1920 that the more clever 
people in Germany began to realize 
that they were headed for a monetary 
crisis. The ordinary citizen did not 
realize it until 1921. 

It is hardly necessary to point out 
the financial history of these countries 
over the next few years. The German 
expenditures in 1920 and 1921 were 
more than nine billion gold marks 
each year against which the tax col- 
lections were less than four billion 


gold marks per year. New tax laws 
were passed and in 1922 the expendi- 
ture had been reduced to six billion 
gold marks against a tax collection of 
two and one-quarter billion gold 
marks. It may be interesting to note 
that during this year 1922 the unem- 
ployment situation in Germany im- 
proved enormously. The rapid depre- 
ciation of their currency had forced a 
hedging operation and had brought 
the world in to buy the cheap German 
goods so that unemployment almost 
disappeared. It actually got down in 
the middle of 1922 to less than 40,000 
totally and partially unemployed. It is 
this picture that is presented usually 
to the public as to how inflation im- 
proved business and eliminated un- 
employment. In 1923, however, the 
situation turned right about with a 
Government expenditure of nearly ten 
billion gold marks and tax collections 
of one billion gold marks, the figures 
being available for only nine months. 
That was the period during which the 
mark dropped from 18,000 to the dol- 
lar to twenty-five billion to the dollar. 
In other words while a depreciating 
mark of 1922 somewhat favorably in- 
fluenced the German budget by re- 
ducing expenditures, also tax collec- 
tions, in terms of gold marks, this 
continued inflation reversed the process 
and enormously increased expenditures 
at a much heavier decrease of tax col- 
lections when figured on the gold 
mark basis. 


Peak of Inflation 

The principal reason, of course, for 
this was the enormous amount of te- 
lief needed by the railways, the com- 
munities and unemployment, for the 
year 1923 opened with 200,000 un- 
employed and ended with 2,900,000 
unemployed and this was the peak 
year of the inflation. It, therefore, is 
readily seen with such scale of relief 
called for by this unemployment sched- 
ule that the demands for Government 
assistance rose to the enormous height 
of a deficit of nearly nine billion gold 
marks for the year. 

The French situation is well repre- 
sented by the growth of the French 
debt. To review a little bit, the 1913 


French debt was thirty-two billion 
French francs at the opening of the 
war; in 1918 it had grown to one 
hundred and seventy-three _ billion 
French francs. It grew steadily and 
by the end of 1923 was four hundred 
and sixteen billion French francs and 
at the end of 1927 was five hundred 
and eight billion French francs. It 
was in 1927 that the budget was es- 
sentially balanced and this enormous 
gtowth of French debt temporarily, at 
least, halted. 

We have told you that the German 
situation was intensified by the enor- 
mous demand for relief calling for 
continued borrowings by the Govern- 
ment until the budget was hopelessly 
unbalanced. The actual payments of 
reparations over this period of time 
until 1923 were not so great as to 
prove a controlling factor. It is very 
difficult to determine the reparations 
because there is such a disagreement 
between the German figures and those 
of the Allies but paid both in money 
and in kind, I doubt if it amounted 
to ten billion gold marks all told. I 
do not know exactly what was paid. 

On the other hand turn to France 
and we see during this same period of 
time, say up to the end of 1923, an 
increase of debt of two hundred and 
forty billion francs all added since the 
close of the war. It is almost impos- 
sible to determine where this money 
went. About one hundred and fifty 
billion francs, possibly slightly less, 
went into reconstruction which might 
be considered as a form of relief. A 
very large call was made on the 
French Government by the communes 
and departments, this amounting to 
twelve billion francs in one year, 1923. 
We, therefore, can see that the situa- 
tion that apparently dragged down 
both of these countries was the enor- 
mously unbalanced budgets and the 
greater part of that unbalancing was 
the result in Germany of relief meas- 
ures, and in France of relief and recon- 
struction. 


Feeble Attempts to Balance Budget 

As it turned out the Germans made 
only feeble attempts at settling their 
problem probably largely because of 








118 The Controller, July-August, 1934 


the absurd politics of the Allies in 
their handling the reparation question. 
The first feeble attempt of the Reichs- 
bank to stabilize the currency resulted 
in a heavy draft upon the gold reserves 
which had been reduced somewhat by 
the earlier payments of reparations. 
This gold reserve took an almost head- 
long dive without any material effect 
other than to hold the currency rea- 
sonably stable over short periods of 
time. 

For example there was no change 
in the exchange rate between January, 
1920, and January, 1921, excepting a 
slight improvement in the mid-sum- 
mer and a slightly greater depreciation 
in the later months of the year. As a 
matter of fact the exchange rate in 
January, 1920, was about 65 to the 
dollar and in May, 1921, was about 
the same rate. It then took a decided 
dtop and continued the slide from 
then on with the exception of the 
month of March in 1923 when it re- 
covered very materially although then 
at a much lower value. As a conse- 
quence the two and one-quarter bil- 
lion gold marks at the bank at the 
close of the war had dropped down 
to a few hundred million following 
these ineffective stabilization opera- 
tions and in spite of this great cost 
to the gold reserve the whole project 
had been ineffective, for by the end 
of the year 1923 the exchange was 
at the rate of more than four trillion 
to the dollar. It shows the ineffective- 
ness of trying to control such a situa- 
tion when it once gets under way. 


French Efforts to Stabilize Currency 

In the French situation they also 
repeatedly tried to control the drop in 
their currency, there being several in- 
tervals between the close of the war 
and stabilization at the end of 1926 
when they succeeded in bringing some 
recovery to the franc. Most notable 
was in 1922 when attempts were made 
to stabilize without success, at a depre- 
ciation of about 60 per cent. As a 
matter of fact, from then on the franc 
dropped steadily until it reached a 
rate of six paper francs per gold franc 
in 1926 and was brought to stability 
at approximately five paper francs 








PURPOSES OF THE 
INSTITUTE 


HE following statement of 

the Purposes of the Control- 
lers Institute of America was pre- 
pared more than two years ago. It 
has not been found necessary or 
desirable to alter this statement. 
It reads: 


PURPOSES 

To conserve and advance the interests 
of controllers are, broadly speaking, the 
purposes of The Controllers Institute of 
America. 

Establishment of professional status 
for the controller is one method by which 
his interests may be advanced, It is the 
purpose of the Institute to provide means 
for affording professional standing for 
controllers, first by setting up _ profes- 
sional standards, and then by applying 
those standards, by requiring adherence 
to them as a requisite for membership. 

Setting up professional standards, while 
it is one of the objects of the Institute, 
comprises but a part of its program. 
Study of the professional and technical 
problems of the controller makes up a 
large part of its work. 

The Institute encourages the prepara- 
tion of papers and addresses on subjects 
of special interest to controllers; it pro- 
vides a means for assembling facts and 
information of value to controllers, and 
for publication of books, pamphlets, re- 
ports and bulletins. 

Study of accounting, budgetary, finan- 
cial, management and other problems 
which arise in the day to day work of 
controllers is an important objective 
served by the Institute. Such study it 
is believed will aid in improving and 
standardizing controllership procedure, 
and will help to improve the quality of 
work done by controllers, thus making 
them of greater value to their business 
organizations. 

The Institute aims to give to execu- 
tives and to business men generally, to 
bankers and others, an understanding of 
the most ethical and approved methods 
of recording, accounting, evaluating, and 
stating business and financial facts, with 
a view to improving such procedures. 

The organization purposes to provide 
means whereby controllers may more ef- 
ficiently perform their difficult duties, 
and to secure for the controller inde- 
pendence of thought and action, and the 
right to use his individual judgment in 
his official capacity and in the discharge 
of his duties. 

The charter of the Institute permits 
it to confer a title on its members which 
shall be indicative of membership in the 
organization. It may conduct an em- 
ployment bureau, and aid in settling dif- 
ferences. The Institute may serve also 
as the medium for presenting to the pub- 
lic, information concerning work of con- 
trollers, and facts of an economic char- 
acter that will be of value to business. | 

| 








equivalent to one gold franc by the 
end of the year. 

You ask what relation these astro- 
nomical figures of Germany, or the 
more modest figures of France have 
with our own situation. In the first 
place on a purely accounting analysis 
of the financial statements of the two 
countries Germany and France at the 
close of the war, and with nothing 
more to guide you, I think in all you 
would have agreed that the German 
picture was somewhat better than the 
French one. The chances, therefore, 
were in favor of Germany experienc- 
ing the more controlled inflation and 
France the less controlled. For the 
next few years as expenditures went 
France with its smaller resources, its 
lesser population, its smaller manufac- 
turing development and its much 
worse budgetary showing would have 
convinced you that inflation in France 
would have proceeded further than in 
Germany. However, the item of the 
psychology of the people entered in 
and was influenced by the politics of 
reparations. Germany threw up her 
hands and did not try to control in- 
flation to her best ability and the mark 
reached an infinitesimally low value. 
On the other hand the different psy- 
chology of the French people, with 
their savings banks at stake all brought 
order out of their situation only after 
they had seen the terrible effects in 
Germany. Remember that the French- 
man did not gain control of his cur- 
rency until four years after Germany, 
and he had this example before him. 


What Is Situation Here? 


Now what is the situation in this 
country ? 

We have had an unbalanced budget 
in this country for four years. If the 
present rate of spending is kept up 
and we assume this improved tax col- 
lection that we hear about is effective, 
the deficit from the present calendar 
year will be about eight billion dollars. 
Even if we could figure this at the 60 
per. cent. dollar that would amount to 
nearly five billion of the old dollars, 
but I do not think that that is a correct 
method of approach. 
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On the basis of the purchasing 
power of this eight billion dollars as 
compared to the war-time situation 
this deficit exceeds the deficit for any 
of the war years of Germany and may 
exceed all of the war years of France. 
There may be a possible exception, 
the last of the French war years defi- 
cits. At no time during inflation was 
the German deficit more than eight 
billion gold marks per annum and for 
most of the inflationary years this 
deficit was of the order of five or six 
billion gold marks. In other words, 
our deficit is far greater in proportion 
to our population than the German 
deficit preceding stabilization. 

The maximum French deficit during 
the French inflation was about seventy 
billion paper francs, this being repre- 
sentative of the high peaks and was 
met during several years of inflation. 
Reduced to a gold franc basis we 
might strike an average of somewhere 
between fifteen and twenty billion 
gold francs or say three to four billion 
of the old dollars. As we mentioned 
before the French fiscal situation was 
more critical than the German one and 
this merely emphasizes our statement 
showing that the French deficit was 
growing faster than the German defi- 
cit as measured in gold. 


Our Situation Critical 

In proportion to the population and 
of the relative purchasing powers, I 
think that our situation is quite as 
critical in this respect as existed in 
France. In 1918 both Germany and 
France had an appreciable debt accu- 
mulated from the war. In 1930 we 
also had accumulated an appreciable 
debt though in proportion to our pop- 
ulation and due to the wise manage- 
ment of our Government finances, the 
peak of our war debt had been greatly 
reduced by 1930 and certainly we 
were somewhat more favorably situ- 
ated in that respect than either France 
or Germany. On the other hand it 
may be remembered that our National 
Government debt is only a part of our 
debt structure in this country and I 
understand that the debt of the minor 
subdivisions of Government here in 
America, at least equals the National 


debt and probably exceeded it in 1930. 
This was not true of Germany and 
not to anything like that extent in 
France, so that all in all I am inclined 
to believe that our public debt situa- 
tion in 1930 and in proportion to our 
population, was quite as serious as for 
the European countries. 

Both France and Germany went off 
the gold standard in 1914. On Armis- 
tice Day the German mark quoted in 
New York had suffered a very slight 
depreciation probably to the extent of 
about 10 per cent. The French franc 
the same. The German mark fell rap- 
idly and by the end of the year had 
lost 50 per cent. of its value. But the 
French mark had not fallen so far, 
having lost about 20 per cent. of its 
value. Remember that these exchange 
values had only dropped to this slight 
extent in nearly four and one-half 
years. During those same four years 
the cost of living here in America had 
increased 65 per cent. In France it 
had doubled and in Germany it was up 
about five times the 1914 level. In 
other words neither French nor Ger- 
man currency had dropped very far 
in exchange value, although materially 
further in purchasing power. In the 
succeeding five years in Germany dur- 
ing which the mark dropped to an 
infinitesimally small fraction of its 
pre-war value, the German was not 
spending money as fast as we are in 
America. In the case of France the 
drop in the franc over a period of 
nine years to one-fifth its pre-war value 
was a period in which the Frenchman 
was spending proportionally less than 
we are now. We, therefore, at least 
can see that all things considered the 
unbalancing of the federal budget has 
its parallel abroad and the ultimate 
effects abroad were not entirely pro- 
portional to the unbalancing of the 


budget. 


Two Problems in Germany 

Two problems faced Germany and 
caused this unbalanced budget, one 
relief and the other reparations. As 
we said the reparations actually paid 
probably were not much over ten bil- 
lion gold marks which were then 
worth two and one-half billion dol- 
lars and these payments were spread 


over a period of two or three years. 
We do not face that problem here. 

The Frenchman spent over a period 
of six or seven years the equivalent 
of one hundred and thirty-five billion 
gold francs in rehabilitation of the 
devastated areas. That sum amounting 
to say twenty-six billion dollars was 
spread over a very considerable period 
of time which brought the burden for 
any particular year to a comparatively 
small fraction. 

In addition to the reparations bur- 
den, however, Germany had a terrific 
burden of relief. The earliest unem- 
ployment figures for Germany are for 
the year beginning 1920 with one-half 
million people out of work and 
reached a maximum at stabilization at 
the end of 1923 of two million eight 
hundred thousand. For a considerable 
proportion of 1922 the unemployed 
had dropped to a very small figure. 
This relief burden, however, was ma- 
terial, but yet was not nearly so serious 
as the German met later in 1926-1927. 

The third great draft upon the 
budgets of France and Germany was 
the fact that the Government monopo- 
lized the financial markets by its great 
overdrafts which meant that the 
smaller subdivisions of Government 
had to come to the representative cap- 
itols for assistance and that became 
quite burdensome in both countries. 


Our Relief Problem Greater 

Returning to our own case we have 
also a relief problem. Published fig- 
ures have been given of as high as 
fourteen million people out of work 
and probably most of them obtaining 
some form of relief. In proportion 
to our population this, of conrse, is 
a far greater draft than either Germany 
or France had to meet. On the other 
hand we are also meeting with a de- 
mand for relief from our smaller sub- 
divisions of Government. In my 
opinion many of the budgets prepared 
for this present year in these smaller 
communities are only paper budgets 
in which they balance up fictitious fig- 
ures against a low percentage of prob- 
able tax collections. We all know 
these budgets are unsound in many 
cases and the only solution will be 
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some form of relief likely to come 
from the central Government. I 
should expect to see this situation grow 
serious later on in this year although 
it is serious enough right now in many 
communities and the appeal for Gov- 
ernment assistance is incessant. We 
have only to look at New York City 
for an example. 

Now it is a curious thing that every 
European country and there are some 
twenty of them, when faced with a 
task of balancing an unwieldly budget 
and recognizing the drafts upon their 
resources as outlined above, started a 
campaign to reduce costs. Every ef- 
fort was made to bring down the costs 
of everything possible to the lowest 
limit and based upon the theory that 
the burden of relief at the time when 
most people were on the relief rolls 
would be lightened if commodity costs 
could be kept down to the minimum. 
As the situation righted itself and 
people went back to work and costs 
automatically advanced to more nearly 
normal there would be less people on 
the relief rolls to which the higher 
costs would apply. 


American Method Exactly Op posite 

Our country has gone at this ex- 
actly the opposite. They have used 
every kind of a method to raise prices 
at a time when the maximum number 
of people were out of work. We 
passed bills designed primarily to re- 
duce the value of our currency unit, 
which in other words sooner or later 
means higher prices. Not content 
with one method, they applied two or 
three others, such as raising the price 
of gold and silver, and establishing 
processing taxes and a host of other 
artificial methods of increasing prices 
at a time when the greatest number 
of people must be supported by the 
public. Our relief burden, therefore, 
by that process is far more serious than 
occurred in Europe, for we have pro- 
portionally a much greater number of 
people to be supported in relation to 
our total population. 

It, therefore, is expected that Gov- 
ernment budgets by this principle will 
become more and more unbalanced 
rather than more nearly balanced. 


We have a situation which did not 
face Germany and that is a so-called 
minority block in the legislative bodies, 
legislating private relief for their par- 
ticular constituents. Instead of reduc- 
ing farm crops in Germany during 
this period the Government bent every 
effort to increase them to the extreme. 
While capital funds could hardly be 
obtained by the farmer during this 
time of inflation, nevertheless farm 
mortgage debts increased in terms of 
gold marks 33 per cent. during the in- 
flationary period following the war 
and when funds became available 
these farm mortgage debts grew at a 
perfectly terrific rate in order to com- 
ply with the Government endeavor to 
improve farm production to the maxi- 
mum as indicated by the fact that the 
farm mortgages of Germany in 1931 
were six and one-half times what they 
were in 1913 in terms of the same gold 
marks, and in addition the floating 
debt of the farms had increased thirty 
times. In other words in 1931 the 
farm debt of Germany was nearly twelve 
billion marks as against one billion in 
1913. The same situation existed in 
France in that the Government tried 
to hold down prices to: reduce the 
reparations cost but without the great 
success attained in England and Ger- 
many. In France their legislative bod- 
ies partake somewhat of the character 
cf ours and the farm block helped out 
somewhat to defeat the aims of the 
Government. 


Revolution in Europe 

I do not know that I should pass 
over this opposite program of Europe 
to hold down prices without mention- 
ing the fact that after stabilization 
wages had suffered to a very great 
extent in many of the European coun- 
tries and a number of them passed 
into the hands of the labor party. It 
is probable that the measures used 
were too extreme and caused a politi- 
cal revolution, yet one cannot be too 
critical of that because apparently our 
present policy seems to be headed 
toward the same place. Fortunately 
for Europe this situation was quickly 
cleared up in many of the countries 
and Governments again passed back 


into the older hands or into new units 
largely controlled by the older and 
better principles of Government. 

In general, therefore, I can see that 
we are following true to form the ex- 
periences of practically all of the 
European countries, except possibly 
Holland and Switzerland. The poli- 
tician is finding tax collections insuf- 
ficient to meet his henchmen’s desires 
and rather than face the fact he takes 
a “profit” out of revaluation which, of 
course, follows some type of inflation. 
The demands of labor for higher 
wages at a time when expenses are 
proving burdensome are going to be 
met by the same system that Europe 
used, that is of indirectly cutting 
wages by way of inflation and revalua- 
tion. In addition to that we have 
several new schools pushing this move, 
such as the higher price advocates, and 
the greenbackers and the silver group. 
I think all in all this motley crew is 
going to have its way and we are go- 
ing to see a very decided inflation and 
resultant revaluation. 

I think there is danger, and in this 
I find many foreigners express the 
same opinion that within a compata- 
tively short time the dollar will be 
dropped from 60 per cent. to 50 per 
cent. of its old value. Certain prices 
which affect large political groups are 
not moving the way they should, ac- 
cording to the program and _ since 
revaluation happens to be one of the 
easy ways and since it also results in 
a profit to the Government as they 
keep books, I think this is not very 
far off. 


Dollar Further Reduced? 

I will then expect a lull in the situ- 
ation at least into 1935 when I expect 
to see the same thing repeated and 
another cut to 50 per cent. of the 50 
cent dollar taken. I have good friends 
in Washington who tell me that that 
is too conservative and that by 1936 
we will see still the third cut which 
will give us the 10 or 12 per cent. 
dollar. 

Our public is not informed as to 
what this means to them, nor does 
there seem to be any effective method 
today to get these statements before 
them. Our insurance people for rea- 
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sons good to them, are unwilling to 
tell their policy holders what such a 
program means to the insured. Our 
savings banks have refused to tell 
their depositors what this means to the 
savings bank account. Even our in- 
dustrialists fail to see what it means 
to the corporation. They are still 
imbued with the idea that inflation is 
a painless method of cutting wages, 
which to them means cutting costs, 
therefore, permits larger sales. They 
forget that if they are to survive prices 
must go up faster than wages and 
therefore, domestic purchasing power 
is reduced. They talk of the reduced 
costs enabling great export possibility. 
They forget that within the last five 
years there have been more new meth- 


ods of controlling import trade and 
payment for the same than was ever 
dreamed of previous to that time. 

This is the message that must be 
presented to the people of the United 
States, that inflation never did any 
country any permanent good. That it 
ruined, in every country which did not 
go back to its pre-inflationary currency 
unit, the great middle class which 
makes up a very material part of our 
purchasing power. ‘That it destroys 
savings, insurance and the like and 
creates a psychology with respect to 
thrift that takes years to counteract and 
In consequence it stops development 
because of lack of liquid capital and 
the like for years to come. 

It imposes a hardship upon the 


workmen that is unwarranted, destroys 
the morals and all incentive to better 
themselves. It saddles a debt upon 
the population at a capital cost that 
reduces the standard of living ma- 
terially. I could repeat these for the 
rest of the evening and illustrate each 
one by specific examples from the many 
European countries, of which twenty 
have been into this situation and the 
best of which, as quickly as possible, 
restored its currency to its pre-war 
value and came out the least hurt. Or 
I can take those that destroyed the cur- 
rency, like Austria, Poland and Ger- 
many and show you the utmost misery. 
I have yet to find any country that 
benefited by it over any period of 
time. 


Obstacles in Way of Alleviation of 
International Double Taxation 


Difficulties in Way of American Corporation Trying to Obtain Credit Against Do- 
mestic Tax for Taxes Paid Abroad Succinctly Set Forth—Efforts Still Being Made to 
Obtain Enactment of Law More Easily Applied—Article by W1LL1AM R. DoreEMus. 


NTERNATIONAL double  taxa- 
tion is a problem still unsolved, in 
spite of efforts extending over a num- 
ber of years to devise equitable plans 
and to make them effective by legisla- 
tion and by treaties. Three years ago 
several agencies were at work on the 
problem, and special legislation was 
before Congress, designed to correct 
some of the inequities of the situation, 
so far as American taxpayers are con- 
cerned. The legislation was not en- 
acted, not because there is serious ob- 
jection to it, but because other matters, 
seemingly more important, came before 
Congress. 

Here is a problem of great interest 
to the controller. Mr. W. R. Dore- 
MUS, vice-president and controller of 
the Ingersoll-Rand Company, has 
made long and careful studies of in- 
ternational double taxation. His views 
were sought by some of the leaders in 
the field of taxation and tax legisla- 
tion, among them being the late Dr. 
THOMAS S. ADAMS. 


Some of the suggestions made by 
Mr. DoreMuS are presented in the 
article that follows, which is the sub- 
stance of a memorandum by Mk. 
aes. —THE Epiror. 

The United States Government pur- 
ports to give relief from double taxa- 
tion to United States \ corporations 
doing business in foreign countries 
through branch offices and through 
partly owned, or wholly owned for- 
eign subsidiaries, to the measure of 
the tax that would be paid on such 
profits if made at home; provided 
such profits have been taxed by the 
foreign country, up to, or in excess of 
the United States rate. 

While the theory above stated is to give 
the relief indicated, it is made difficult 
in practice for the following reasons: 

1. The foreign income or profits 
tax is actually paid in the case of a 
foreign branch office in one or more of 
the years subsequent to that in which 
the profit was earned. 


2. The foreign income or profits 
tax is actually paid in the case of a 
foreign subsidiary in one or more of 
the years subsequent to that in which 
the profit was earned. In some cases 
the profit is distributed in whole or in 
part in the form of dividends in years 
subsequent to that in which the profit 
was earned and these dividends are 
taxed; the dividend tax being with- 
held by the foreign subsidiary and 
paid directly to the foreign govern- 
ment. The profit of any one year may 
be the subject of one or more divi- 
dends, and may never be entirely paid 
cut, but a part remain in surplus. 

3. The payment of the foreign tax 
is subject to proof through the pro- 
duction of receipts from the foreign 
government, which are sometimes dif- 
ficult to obtain, and often hard to 
allocate as to the year’s profits to which 
they apply. 

4. Income and profits taxes are in 
many cases levied by foreign states or 
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provinces as well as by the central 
government. 
Exam ples 

Al. A United States corporation 
operates a foreign branch office during 
1930. The entire profits of the busi- 
ness in the foreign country are in- 
cluded in the corporation’s tax return 
for 1930 to the United States Govern- 
ment. 

The profits found taxable by the 
foreign government on the business in 
that country amount to $100,000. 

The foreign tax rule rate under their 
law for 1930 may be 15%. 

The foreign tax collected in 1931 
on 1930 profits, 15% of $100,000 — 
$15,000. The United States tax re- 
turn having been filed for 1930 before 
the payment of the foreign tax, the 
United States corporation must deduct 
from its total tax the estimated ac- 
crued foreign tax (limited by the 
United States tax rate), but cannot 
substantiate its payment and the cor- 
poration must file its final tax credit 
claim for 1930 subsequent to filing its 
original tax return for that year. 

A2. A United States corporation 
wholly owns a foreign subsidiary but 
does so through individual stockhold- 
ers not citizens of the foreign country. 

The United States corporation sells 
outright to the foreign company dur- 
ing 1930 at agreed prices and includes 
the profit in such prices in its United 
States tax return for 1930. 

The foreign company makes an 
independent profit in 1930 of 
$100,000. The foreign tax rate in 
1930 may be 15% and the tax col- 
lected in 1931, 15% of $100,000 or 
$15,000. 

The, 1930 earnings of the foreign 
company are not incorporated in the 
tax return of the United States corpo- 
ration, only as paid in dividends. 

Suppose that in 1931, dividends 
from 1930 earnings are paid to the 
amount of $50,000. 

The United States corporation 
would return this $50,000 in its 1931 
return, the year following its having 
been earned by the foreign company. 

This $50,000 will have been taxed 
by the foreign government in 1931 as 
1930 profit—15% or $7500; it will 


also have been taxed as a dividend— 
18% or $9000. 

Against the foreign taxes, the 
United States corporation can claim 
credit for only the United States tax 
rate on $50,000. 

Suppose that in 1932, further divi- 
dends from 1930 earnings are paid in 
the amount of $25,000. 

The United States corporation 
would return this $25,000 in its 1932 
return, two years following its having 
been earned by the foreign company. 

This $25,000 will have been taxed 
by the foreign government in 1931 as 
1930 profit—15% or $3750; it will 
also have been taxed as a dividend— 
18% or $4500. 

Against the foreign taxes, the 
United States corporation can claim 
credit for only the United States tax 
rate on $25,000. The balance of 
1930 earnings ($10,000) of the 
foreign company may never be paid 
out in dividends. 


Substitute 

All earnings on foreign business 
whether done by a branch or subsidi- 
ary to be reported by the United States 
corporation in its tax return for the 
year in which earned. 

In the case of a branch, allowance 
to be made as a tax credit by the 
United States for the profits taxed by 
the foreign country at the United States 
tax rate for the year, provided that the 
foreign tax law imposes an income or 
profits tax at an equal or greater rate 
than the United States. 

In the case of a subsidiary, allow- 
ance to be made as a tax credit by the 
United States on the profits shown by 
the subsidiary in the foreign country 
on the same basis as in the case of 
branch profits as taxed in the foreign 
country. 

The whole matter simplifies itself 
into the United States corporation 
omitting from its tax return as taxable 
income, the amount of income taxed 
in the foreign country ; thereby making 
unnecessary any tax credit where the 
foreign tax rate is greater than the 
United States rate. 

When the foreign tax rate is less 
than the United States rate, the income 


as taxed by the foreign country could 
be exempted from the return in ratio 
of the comparative rates. 

An agreement with the foreign 
countries could be made whereby 
foreign companies operating in the 
United States would have their prof- 
its, taxed in the United States, ex- 
empted in foreign countries up to the 
ratio of the comparative tax rates. 

The foreign dividend tax should be 
abolished by agreement except as the 
tax is applicable to the income of the 
country’s citizens who are dividend 
recipients, on the basis of unsound 
economics, and a deterrent to business 
generally. 

The foreign tax on interest paid on 
borrowed money should be abolished 
by agreement, so far as it may be ap- 
plied to amounts due United States 
suppliers. 

Natural and Unnatural Features 

In presenting the above suggestions 
to the late Dr. T. S. Adams, Mr. 
Doremus wrote: 

In sending you the enclosed mem- 
orandum, which was prepared before 
the Washington conference on Double 
Taxation, I wish to comment on the 
natural and unnatural features of the 
present situation as they appeal to me. 

The only natural thing is the price 
used in billing the foreign Company 
which should be that used in billing 
dealers in the United States under 
similar wholesale buying; and which 
is the usual foreign requirement for 
duty valuation, the function of the 
United States corporation being merely 
that of supplier. 


The Unnatural Features 

The unnatural features are: 

1. Ownership of the foreign corpo- 
ration with registered shares is nom- 
inally in individuals, for the purpose 
of evasion of the unjust application of 
a profits tax on the earnings of a 
United States corporation based pro 
rata on total earnings, in addition to 
the tax on the profits of the foreign 
entity; and to obviate, or at least alle- 
viate the stigma of United States cor- 
porate control, which appears to be 
resented. 

One effect of this of course, is to 
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preclude any plea of the United States 
corporation as such, for cancellation of 
the foreign dividend tax in its behalf 
and confine its interest to a plea in 
behalf of individual shareholders of 
the foreign company of whatever cit- 
izenship, as an uneconomic incubus. 

It will be understood that there must 
usually be some individual sharehold- 
ers native to the country of the foreign 
company as a necessary legal require- 
ment and the general statement of 
alien individual shareholders is modi- 
fied to that extent. 

2. The present plan of taxing 


foreign profits in the years not earned 


through dividend taxation, beside the 
trouble caused in allocating accrued 
foreign taxes; leaves it optional with 
United States corporations to leave the 
profits in the countries where earned if 
such country’s taxes are lower than 
those in the United States and thus 
avoid United States taxing. In my 
opinion, earnings should be taxed and 
credits allowed in the current year 
whether made available in cash, or in- 
vested abroad. 

3. In my opinion the present credit 
structure can be much improved if the 
credits are treated in the form of in- 
come exemption based on foreign cur- 


rent tax laws without the necessity of 
allocating dividend income to either 
current or past years and without the 
problem confronted in allocating ac- 
crued foreign taxes against such divi- 
dend income. 

Under fluctuating rates of exchange, 
we have foreign income earned at one 
dollar valuation, taxed at a different 
dollar valuation and profits earned are 
also on one dollar valuation when 
earned, and taken up at another valua- 
tion in later dividends received. 

I am happy to pass on to you at your 
invitation these thoughts on some 
phases of the problem. 


Forms of Certificates Asked by Public 
Accountants from Corporations 


Inventories and Contingent Liabilities Covered by These Documents, Usually 
Prepared and Signed by Controllers—This Procedure Evidences Complete Coop- 
eration Between Controllers and Public Accountants, for Benefit of Business. 


HIS presentation of forms of cer- 

tificates required by public ac- 
countants from their clients records in 
definite fashion a current practice of 
great interest to all who have to do 
with corporate accounting. It ts a 
clear statement of a procedure evolved 
in recent years, principally on the int- 
tiative of the public accountant—a pro- 
cedure in which the controller has 
joined cheerfully with the thought that 
it is a contribution to the orderly trans- 


action of business. THE EDITOR 


Whenever a group of controllers 
assembles, reference is sure to be made 
in the informal discussions which en- 
sue, to the certificates that they have 
been called on to sign, for their com- 
panies, and to transmit to public ac- 
countants, in conjunction with audits 
which the public accountants are mak- 
ing of their respective corporations. 

It has been disclosed that these 
certificates, from the corporation to 
the public accountants, usually cover 
two subjects, namely, the inventories, 
and contingent and other liabilities. 


Additional points are sometimes 
covered, depending on the practice of 
the particular firm of public account- 
ants. THE CONTROLLER has assem- 
bled some of these forms of certificate, 
and presents them here. 


Discussed Inventories 

It was not many years ago that there 
was widespread discussion in the ranks 
of public accountants as to the re- 
sponsibility which public accountants 
should assume with respect to inven- 
tories of their clients. Should the 
public accountant become an appraiser ? 
Should he supervise the taking of in- 
ventory ? Should he merely apply test 
checks? Should outside appraisers be 
employed, thus entailing an additional 
expense to the corporation? Should 
complete reliance be placed on the 
books and accounts? Did the per- 
petual inventory solve the problem ? 

Apparently out of that discussion 
came a determination on the part of 
public accountants to put the responsi- 
bility entirely on the corporation by 
requiring a certificate, addressed to the 


public accountant, that the inventory 
was thus and so, taken in such and 
such manner, including and excluding 
specified items, and resulting in a 
stated amount. 

The subject of contingent liabilities, 
of other liabilities; and whether any 
of the assets of the corporation had 
been pledged, also came up for dis- 
cussion in public accounting circles, 
and the certificate which is now being 
required in many instances, from cor- 
porations to public accountants, on 
those points, is the result. The re- 
sponsibility is put squarely on the 
corporation, which means in a ma- 
jority of cases, on the controller. It 
is a development of great significance. 


Practice Not Universal 

The practice of requiring certifi- 
cates is not universally followed, in- 
dicating that it is just coming into use; 
some of the largest corporations report 
that the public accountants who audit 
their accounts do not require such cer- 
tificates; the forms of certificates re- 
quired vary widely, indicating that the 
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practice of requiring them is compara- 
tively new, so new, in fact that no 
degree of standardization has been at- 
tained. 

Public accounting and auditing have 
undergone great changes, with the 
growth of business concerns, and this 
latest change seems to be quite in 
order, and in keeping with altered 
programs of auditing and public ac- 
counting. 

Lawmakers find it difficult to keep 
abreast of these changes in programs 
and in the scope of work done by pub- 
lic accountants and auditors.  Like- 
wise, lawmakers are not acquainted 
with the exact relationship between 
public accountants and controllers. For 
those reasons many laws are enacted 
and regulations adopted which lay 
down requirements with respect to 
public accounting and auditing which 
it is all but impossible to meet. 

When an individual business is 
small, and the number of transactions 
limited, it is possible for a public ac- 
countant to know absolutely all the 
essential facts about that particular 
business and to certify to those facts 
without qualification, and without first 
requiring a certificate from the com- 
pany’s officers. 

When a business takes on large pro- 
portions it becomes impossible for a 
public auditor to know absolutely all 
about it and its multitudinous transac- 
tions, and consequently the public 
auditor or accountant hesitates to give 
an unqualified certificate to a balance 
sheet or to a statement of profit and 
loss. 


Turn Naturally to Controller 


It is but natural that the controller 
should be called on to step into this 
gap, and give assurance with respect 
to various factors, such as inventories, 
liabilities, and other items. The pub- 
lic auditor or accountant welcomes this 
assurance from the company’s account- 
ing executives; it is of distinct value 
and assistance. It is evidence of the 
complete cooperation between public 
accountants, and controllers. 

The controller gladly accepts the re- 
sponsibility thus thrust upon him; it 
is a part of his duty. He is the man 
who constructed the accounts, devised 


and installed the system, supervised 
and directed its operation. The con- 
troller knows what is in the accounts. 
He has information which it would 
take a public accountant months to 
obtain, even if he had the assistance of 
a large corps of workers. 

Any review of conditions and of 
changes in procedure that are being 
made, must take into consideration the 
many different forms of work done by 
public auditors and accountants. Or- 
ganizations of public accountants have 
defined carefully the scope of various 
forms of engagement, ranging from the 
so-called book audit to the detailed audit. 

The scope of the audit engagement 
will determine in large measure just 
what dependence the public account- 
ant must place on the controller, how 
much he must require from the con- 
troller, in the way of information and 
of certification. 

The exacting of certificates from a 
controller immediately gives that of- 


ficer a definite status, recognizes his 
responsibility and dependability, and 
puts him, so far as that particular 
transaction is concerned, in the réle of 
representative of his corporation. 


Recognition of Responsibility 

Directing the keeping of accounts 
is but a small part of the sum total of 
the usual duties of a controller; in fact, 
about one-fourth of his duties. But 
the responsibility for the accounts is 
there, and the requiring of certificates 
from the controller is definite recogni- 
tion of it. 

An inquiry was directed to a small 
group of controllers by this publica- 
tion recently, concerning the forms of 
certificates they had been asked to give. 
The replies are of exceptional interest. 

Here is a form of inventory cer- 
tificate that one prominent firm of 
public accountants requires from some 


of its clients. It is directed to the pub- 
lic accountants: 


INVENTORY CERTIFICATE 


part thereof as was taken under my general direction and control: 


Materials anid sapplies) isissc.cc..sssssecsssssseosssss 
OLE MIN DEO COSS 0.cssvsesssasesssesisoveorssens sites 


Finished goods: 


BRIE arcs cccsesusscossscasshsesnssasessssasavensvasososetes 
BUR MSE ASCE OS ose 50 ssccoscceaesosissccoceseosesusens 


Warehouses. ...0cs.s0s0s0s 


eatiapetitemnaerarte ins. Ss csiccadayresosstscarmpeanaanaeres 





With respect to the said inventory, or part thereof, I certify that to the best 


of my knowledge and belief: 


1. All quantities were determined by actual count, weight, or measurement, except 





2. All goods included in the inventory are the property of this company and are un- 
encumbered, none being held on consignment from others or as bailee and none 





being subject tovlien except as SOMO WS <s...csssnecestecsenssopesoccsceccessssnasesaesssoasesewsinrshsabasesatesedses 





3. The inventory includes all goods of any value which are the property of this com- 
pany, wherever located, such as goods consigned with customers. 

4. The inventory does not include: (a) goods purchased for which invoices have not 
been entered as liabilities; (b) goods returned by customers without credit to 
their accounts; or (c) goods billed to customers in advance of shipment. 

5. In taking and valuing the inventory due consideration has been given to the sala- 


bility or usefulness of the stock. 


valued on the following basis:............ 


Obsolete, inactive, and defective goods are 








oo 


os ami 











The Controller, July-August, 1934 125 


The signature of the controller is required. 

The same firm of public accountants requires the controller of the corporation 
which is being audited to execute and sign this form of certificate covering lia- 
bilities: 

LIABILITY CERTIFICATE 
(Addressed to firm of public accountants) 


anes MEN te nct guacte Diuleasiai an stened Mon eeaceed 





(1) There are no direct liabilities not shown by the books (for purchases, ex- 
penses, loans, etc.) EXCEPt $..rsescsecsecssenecneeeeeeneess 


(2) There are no contingent liabilities not shown by the books except $.......ss+00 

Without limiting the generality of the term “contingent liabilities,” it is understood 
that they include such items as: 

(a) Discounted notes, drafts, and acceptances 

(b) Accounts, notes, or other evidences of debt assigned to others with a guaranty of 
collection or under a repurchase agreement 

(c) Accommodation notes or acceptances, or similar endorsements or guaranties of 
obligations of others 

(d) Open balances on letters of credit 

(e) Judgments 

(f) Additional taxes for prior years of which there is present knowledge, based upon 
formal or informal advice : ’ 

(g) Any other pending or prospective claims, whether or not in litigation, such as 
claims for injuries, damages, defective goods, patent infringements, and deficiency 
judgments on real estate bonds covering mortgaged property sold. 

(3) There are contractual obligations for the purchase or extension of plant facili- 


ties, or for the purchase of any assets other than in the ordinary course of 














(Signed) ........ 
OC SERROE We acsescvcecensdecesaesieen 


SEEN Be oes sec acctdandcaacecenscatanadaccetds yeaskikacciceseauoives 
TA Atle CIEE TI 








Two Forms from Another Firm 
— LIABILITY CERTIFICATE 

In connection with an audit of the accounts of this company we wish to state that 
to the best of our knowledge we are not directly or contingently liable on any suits for 
infringement of patents or for damages of any description; and furthermore, that there 
is no accrual of liability in respect of federal income taxes, or judgments in respect of 
any infraction of the Code applying to our industry under the Federal National Re- 
covery Act. 


President 
, INVENTORY CERTIFICATE 
Dear Sirs: 


In connection with the audit of the accounts, we wish to state— 

That the inventory of goods, merchandise and supplies of The Wahl Company, as 
at December 31, 1933, summarized below, was taken under our supervision by actual 
counts, weight or measurement; 

That in stating quantities: 

(a) Goods in transit were included 

(b) No other items which properly should have been included were omitted 

(c) Goods consigned to us were excluded 

(d) Goods billed to customers were excluded 

(e) Other items, not the property of the company, were excluded; 

That all liabilities, in connection with the inventory, had been duly recorded on the 
books as of its (sic.) date; 
That (a) the inventory was subject to no liens or other incumbrances, (b) the inven- 
tory has not been pledged or otherwise encumbered since its date; 
That the inventory was valued at cost or market, whichever was lower, and in no case 
in excess of merchantable values. Obsolete, inactive and defective stock was properly 
reduced to conform to these values. 

Summary 

Finished Stocks at Factory and Branches— 

Work in Process— 

Raw Material— 

Supplies and Scrap 


One controller commented: “It is 
quite clear that the auditors are not 
relying upon their investigations and 
examinations of the books of accounts 
of the company, but are requiring that 
an executive or officer of the corpora- 
tion certify as to the accuracy of both 
actual liabilities and contingent liabili- 
ties and inventories.” 

In another instance, the controller 
of a corporation reported that no cer- 
tificate was asked of him by the ac- 
counting firm, but that the public ac- 
countants asked him to write them a 
letter in the form shown below, which 


they said would serve their purpose 
as well as a formal certificate: 


“We are inclosing Balance Sheet as of 
December 31, 1933, Profit & Loss State- 
ment, Analysis of Selling Expense, and 
Analysis of General and Administrative 
Expense for the year 1933, as prepared 
by (name of firm) for you to audit.” 


It has been remarked by many com- 
mentators that it is only by reason of 
the controller taking over a large part 
of this work that the public accountant 
has been able to carry on, and to meet 
the situation. It has been observed 
many times in the past year or two 
that there are not sufficient trained 
public accountants in the country to 
do all the work which would have to 
be done if former methods were ad- 
hered to. The controller has done his 
part to relieve this burden by making 
available to the public accountant the 
results of the controller’s careful, 
painstaking, thorough, well-directed 
work. The controller and the public 
accountant are thus doing a wonder- 
fully satisfactory job for American 
business. 





ADDITIONAL FORMS 
SOLICITED 

Additional forms of certificates, | 
asked by public accountants from | 
their clients, are desired. Con- 
trollers are asked to submit these 

| forms for publication. The names | 
of corporations and of public ac- | 
countants will not be mentioned. | 


| 
| 
| 

















REVIEWS of Current Business Publications 


THE FINANCIAL POLICY OF CORPO- 
RATIONS. By Arthur Stone Dewing. The 
Ronald Press Company, New York. 1309 
pp. $10. 

While termed a third edition, this is, 
in every respect, an entirely new volume, 
rewritten from cover to cover covering 
many new subjects and new points of 
view. It is thoroughly up-to-date, free 
from theoretical discourses, interestingly 
written and intensely and _ profoundly 
practical. Statements are supported with 
hundreds of specific citations and com- 
mentaries drawn from actual experience 
and the work is replete with many new 
statistical analyses and illustrations point- 
ing to interesting conclusions and ex- 
emplifying latest practices. 

This work is so comprehensive and 
complete in its coverage as to render it 
impossible in any review, regardless of 
its length, to begin to describe adequately 
the vast wealth of content and the ex- 
haustiveness of the surveys and research 
necessary for its compilation. It is not 
one of the ordinary run of books on finan- 
cial topics. Mr. Dewing is a recognized 
authority on economics and finance. He 
has had a wide and diversified practical 
experience in connection with corporate 
affairs and knows only too well the value 
of drawing his facts from experience 
rather than from academic conclusions. 

Significant, at this time, is his assump- 
tion of the permanence and economic 
justification, as well as the social sanc- 
tion, of the capitalistic system and the 
belief that any attempt to substitute an 
autocratic bureaucracy for personal in- 
itiative is fraught with considerable dan- 
ger and will be discarded, as have been 
similar expedients in the past, as soon as 
their evil effects become more fully mani- 
fest and more consciously realized. 

Many erroneous popular conceptions 
in respect to supposed valuable features 
attached to certain types of securities are 
exploded. The facts as they are, are 
clearly expounded. As a reference book 
it is invaluable, regardless of whether the 
reader is an executive, investor, banker, 
lawyer, accountant, promoter, legislator 
or student. 

The volume is divided into six books: 
Corporate Securities, Valuation, Promo- 
tion, Administration of Income, Expan- 
sion, Reorganization, with a total of 
forty-five chapters, concluding with a com- 
plete index of thirty-nine double column 
pages. 

In the first book we find covered the 
financial characteristics of the corpora- 
tion, the capital stock of the corporation, 
preferred stock, bonds, the security be- 
hind bonds and convertible securities. 

In the second book the theory of value 
as applied to corporate property, valua- 
tion of industrial corporations, practical 
application of the theory of valuation 
to individual corporations and the valua- 
tion of public utilities are fully and 
clearly discussed. 

We now pass to a subject which most 
authors of financial books pass over 
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quickly and briefly, but which is a mat- 
ter of great importance, namely, that of 
promotion. In the first chapter is given 
a definition of the promoter, the various 
types, their work and its comparative ef- 
fectiveness, their profits and their legal 
status. Following this we come to the 
fundamental principles determining the 
financial plan, the plans of a new indus- 
trial enterprise and a new public utility 
as well as miscellaneous financial plans, 
the voting trust and the marketing of 
low-grade securities. 

Administration of Income, the fourth 

book covers the industrial cycle, current 
capital, accounting theory in finance, de- 
Preciation, reserves, cost of borrowed 
capital, surplus, distribution of profits, 
the expediency of dividend disbursements 
and the treatment of sinking funds. 
_ Under the heading of Expansion there 
is taken up the underlying motives and 
problems and economic justification, in- 
dustrial combinations, expansion and con- 
solidation of railroads, the public utility 
holding company, community of inter- 
ests, financial plan of an expanding cor- 
poration, investment banker’s services, 
security agreements, syndicates, merchan- 
dising of securities, privileged subscrip- 
tions and customer and employee own- 
ership. 

The final book, Reorganization, deals 
with the problem of reorganization re- 
sulting from failure, the procedure of 
reorganization and railroad and industrial 
reorganization. 

If a personal note may be injected, the 
reviewer, aS a corporation director and 
major executive, having participated in 
the purchase, sale, organization, reorgani- 
zation, merger and liquidation of many 
corporations, has profited considerably by 
possession of the previous editions, find- 
ing them possibly of more practical as- 
sistance than all other similar works com- 
bined. No accountant can help being 
benefited as a result of a careful study 
of this important and outstanding publi- 
cation. 


NEW YORK LAWS AFFECTING BUSI- 
NESS CORPORATIONS. J. B. R. Smith, 
Editor. United States Corporation Com- 
pany, New York. 484 pp. $2. 

This is the fifteenth annual edition of 
this extremely important reference work. 
Considering the source from which it 
emanates and that it was gone over care- 
fully prior to publication by Frank S. 
Sharp, Deputy Secretary of the Corpora- 
tion Division of the Department of State, 


this synoptic presentation constitutes a 
unique and scientifically formulated ad- 
junct to the corporate statutes of the 
State of New York. It is indispensable 
to anyone who must be conversant with 
corporate activities in New York State. 
While the accountant is presumably able 
to rely upon members of the legal pro- 
fession for advice and guidance it is 
well that he himself be familiar with the 
corporation laws of his own state. 

Through a careful perusal, the reader 
will find what is essential to the forma- 
tion of a corporation. He will find out 
about fees as well as the regulations im- 
posed upon corporations in respect to 
taxes, transfers of stock, mergers, con- 
solidations, monopolies, changes in char- 
ters, elections, corporate records, reports 
and similar matters. Especially valuable 
is the inclusion of Article 23-A of the 
General Business Law covering the “blue 
sky” provisions and those sections de- 
voted to the Penal Law provisions in 
which it is distinctly stated what a corpo- 
ration, as well as its officers and directors, 
cannot do. 

The volume contains the statutes cover- 
ing the General Corporation, Stock Cor- 
poration, Membership Corporation, Tax, 
General Business, Penal, Personal Prop- 
erty and Decedent Estate Laws. It em- 
braces all the material legislative acts 
relating to the organization and statutory 
regulation of private business corpora- 
tions up to the adjournment of the latest 
legislature, which, incidently, adopted 
thirty separate acts affecting forty-seven 
sections of the text. 

Recently enacted changes in the various 
laws are tabulated at the beginning of 
the volume. At the close is a very com- 
prehensive index, facilitating the search 
for some particular feature. 


THE SCIENCE OF WORK. By Morris 
S. Viteles. W. W. Norton & Co., Inc., 
New York. 442 pp. $3.75. 

Free from technical and statistical ter- 
minology, this volume covers the same 
ground as did Industrial Psychology, pub- 
lished some time ago. The study and 
treatment of problems of human adapta- 
tion to work in the machine age being 
the chief function of industrial psychol- 
ogy, this volume tells how psychology is 
applied in making work a happier and 
more productive activity. The book is 
designed to promote a better understand- 
ing of the mental aspects of efficiency and 
adjustment in modern industry, dealing 
with psychological factors which must be 
considered, along with economic facts, in 
bringing order into the world of work as 
a mecessary step in the stabilization of 
our industrial civilization. 

Written primarily for the man in busi- 
ness it should be of interest to every 
reader of popular scientific works. Espe- 
cially interesting is the initial chapter, 
“Work Through the Ages,” which, start- 
ing off with the defense of work, covers 
the beginning of this all important phase 
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REVIEWS of Current Business Publications 


of human existence during the agricul- 
tural era in ancient Greece and Rome, in 
medieval Europe and during the handi- 
craft era, at the same time discussing 
the foreshadowing of modern industry, 
slavery, work without machinery and the 
evolution of big industry. This leads to 
the next chapter dealing with the entrance 
of the machine, work with machines, so- 
cial foundations of industrial psychology, 
government regulation, personnel work, 
scientific management and the humanistic 
concept of work. The third chapter, re- 
lating to fitness for work is very inter- 
estingly written and the examples used 
are excellent. 

After devoting some space to devalu- 
ating the psychological goldbrick, two 
chapters are devoted to the subject of 
matching men and occupations. This is 
followed by a chapter very aptly headed 
“Worse Than War” in which is pointed 
out the appalling accident record of in- 
dustry, the start of the safety movement, 
the causes and effects of accidents and 
preventive steps. 

The eighth chapter confines itself to 
methods of training workers. Other chap- 
ters deal with making work easy, ma- 
chines and monotony, making work worth 
while, salvaging the misfits and working 
together. A long list of references and 
a complete index end the volume. 

Throughout, although material has 
been selected with respect to its practical 
value, proper consideration has _ been 
given to perspective. It represents a real 
effort to evaluate present forms and con- 
ditions of work and present the contribu- 
tion of psychology in improving these. 

Many sketches and diagrams of an un- 
usual nature, as well as forms of the 
usual type serve to illustrate the volume 
and permit the reader to visualize more 
vividly the point raised by the author. 


WORLD ECONOMIC REVIEW. United 
States Department of Commerce, Bureau 
of Foreign and Domestic Commerce. 
United States Government Printing Office, 
Washington, D. C. 290 pp. $.20. 

Like most government publications, 
this publication covers its subject very 
completely. It is an endeavor to bring 
the economic record of 1933, for the vari- 
ous countries of the world, within the 
pages of a single volume. The year 1933 
reflecting such extraordinary develop- 
ments and with interest so centered on 
the problem of recovery, it has presented 
in a fairly orderly fashion the record 
as it now appears. 

Starting out with an introductory re- 
view covering the downward course of 
the depression, the major problems faced 
at the begininng of the year and remedial 
measures and recuperative forces it passes 
to a discussion of commodity prices, fi- 
nance, employment and pay rolls, agricul- 
ture, manufacturing and mining, construc- 
tion, transportation, domestic trade and 
foreign trade. 

After recounting some of the acts at- 
tacking the depression, attention is called 


to some of the maladjustments in the eco- 
nomic situation, the most serious of 
which is the unemployment problem, 
which admittedly gives evidence of be- 
coming chronic. Following the conclu- 
sions drawn is a chronology of important 
events in 1933 and a legislative summary. 
The latter, in a condensed manner covers 
the Emergency Bank Act, economy, beers 
and wines, reforestation, agricultural ad- 
justment credit expansion, unemployment, 
state relief, Tennessee Valley Authority, 
the Securities Act, U. S. Employment 
Service, loans to insurance companies, 
Home Owners Loan Act, Banking Act, 
National Industrial Recovery Act, Rail- 
road Coordinator, Farm Credit, and Cor- 
poration of Foreign Bondholders Act. 
Closing the American section are forty- 
two pages of business statistics. 

The second section relates to foreign 
countries and covers the subject in re- 
spect to the individual country in much 
the same fashion as the first section covers 
the United States, only, necessarily, in 
briefer form. 

It is a very interesting volume, sum- 
marizing the efforts of an unlimited num- 
ber of government employees in collating, 
in condensed manner, the tremendous 
mass of data necessary for its prepara- 
tion. 


JOURNAL OF THE AMERICAN STA- 
TISTICAL ASSOCIATION. June, 1934 
(Quarterly). American Statistical Asso- 
ciation, Columbia University, New York. 
117 pp. $1.50. 

Among the articles in this quarterly is 
one by Carl Snyder of the Federal Re- 
serve Bank of New York on the increase 
of long-term debt in this country from 
1880. This survey covers not alone pub- 
lic debts, but railroad, industrial, mort- 
gage and other obligations. The aston- 
ishing result is that apparently the growth 
of total long-term debt, so far as it can 
be computed or estimated, did not vary 
greatly from one decennium to another 
in the half century under review, save in 
the period of the World War. Attention 
is called to the fact that life insurance 
company assets have been growing at an 
exceedingly rapid rate, now over twenty 
billion dollars, with over one hundred 
billion dollars of insurance in force, this 
volume growing at a much higher rate 
than that estimated for debt. Savings 
have apparently increased in like pro- 
portion. Seemingly, the value of manu- 
factures in the same period grew in ap- 
proximately the same ratio as debt. The 
conclusion is drawn that wherever we 
turn or whatever comparisons we make, 
there seems little to suggest that the rate 
of increase of long-term debt in the pe- 
riod after the World War was markedly 
greater than before the war, or markedly 
higher than that shown by other mone- 
tary indices of trade and banking. Nor 
does there seem any support for the pop- 
ular delusion that the increase from 1922 
to 1929 was exceptional or beyond the 
normal growth of pre-war years. Inas- 


much as this article was prepared early 
in 1934 it is assumed that the conclusions 
carry through the year 1933. 

Other interesting articles are The Com- 
pleteness of Birth Registration, Evalu- 
ating 1933 for the Farmer, Some Methods 
of Statistical Analysis and A Two-way 
Distribution of Price Changes, the latter 
being based upon a distribution chart 
recently developed by the Bureau of 
Labor Statistics which has proved useful 
in giving a graphic view of price changes 
between significant dates. 

In the “Notes” section are brief arti- 
cles on The Average Value of the Sum 
of Absolute Differences of Paired Ordi- 
nals of Two Ordinal Series, A Simplified 
Code for Multiple Card Punching, The 
Exponential Equation Fitted by the Mean 
Value Method, On Weighting the Activ- 
ity Ratio and The Adjustment of Time 
Data for the Influence of Easter. 

Attention is called to various activities 
of the Census Bureau. We learn that the 
force employed on projects in connection 
with the CWA number 1900 as against 
the regular census staff of 650; that the 
Census of American Business is rapidly 
being completed; that a detailed analysis 
of tax delinquency is under way covering 
approximately fifty cities; and that the 
Bureau is compiling statistics to fill a 
need for comparable judicial criminal 
statistics, 


SILVER MARKET DICTIONARY. By 
Herbert M. Bratter. Commodity Exchange, 
Inc., New York. 202 pp. 

This is a dictionary—a compendium 
of words and terms employed in all fields 
where silver is used. It embraces the 
terminology of silver in manufacture, of 
silver as money, of the foreign exchanges 
and of the futures market, giving a quick 
understanding of the silver market's 
language. 

While a dictionary it is also something 
more, including in its scope statistical 
data and expositions which make the 
work in many respects a specialized en- 
cyclopedia of the limited field it covers. 
Those interested in this subject have long 
felt the need for an authoritative refer- 
ence book which has now made its ap- 
pearance. 





Books To Be Reviewed 





“ACCOUNTANTS REPORTS” 
By William H. Bell, M.C.S., C.P.A. 
1934 Edition 





“PRINCIPLES OF ACCOUNTING” 
By H. A. Finney 
Volume I, Intermediate 














INSTITUTE ACTIVITIES-COMMUNICATIONS 


PRELIMINARY PROGRAM 
ANNUAL MEETING 


The Waldorf-Astoria has been definitely 
decided on by the committee in charge of 
the Annual Meeting for 1934, of which 
John Novak is chairman. New York City 
was selected some time ago as the place 
for the third annual meeting of the In- 
stitute. 

Arrangements are being made for an ex- 
tensive exhibit of office equipment and ac- 
counting machines and the like. 

In its general outlines, the program for 
the annual meeting will be as follows: 


MONDAY, SEPTEMBER 17, 1934 
MoRNING 
Registration and reception. 
luncheons by small groups. 


Informal 


AFTERNOON 
2:00 P.M. First session to be devoted to 
organization, to brief addresses of wel- 
come and responses. Two papers on 
technical subjects will be presented and 
will be followed by discussions. 
DINNER 


6:00 P.M. No organized dinner is 


planned. Members and visitors are ex- 
pected to have dinner informally in 


groups. 
EVENING 

7:30 P.M. The Annual Meeting of 
members of the Institute, for members 
only. Reports of officers and commit- 
tees will be presented, seven directors 
and two auditors will be elected, and 
time will be allotted and available for 
discussion by members of proposed 
activities and past accomplishments of 
the Institute. 


TUESDAY, SEPTEMBER 18, 1934 


MorNING 
10:00 A.M. At least one technical paper 
and discussion will be presented. 
11:00 A.M. Meeting of the Board of 
Directors for organization and elec- 
tion of officers. 


LUNCHEON 
12:30 P.M. No formal luncheon is 
planned. Members and visitors are ex- 
pected to make their own plans for 
informal gatherings at lunch. 


AFTERNOON 
2:00 P.M. Session for presentation of 
technical papers and discussions. 


ANNUAL DINNER 
7:00 P.M. This will be the principal 
social assemblage of the Annual Meet- 
ing. Speakers of national prominence 
on exceptionally interesting subjects 
will be heard. It is expected that the 


attendance at this one organized din- 
ner will be large. Dinner coats will 
be in order. The dinner will be for 
men only. Price will be $5.00 a ticket. 
Reservations should be made early. 


NOTES 

No registration fee will be asked of 
members. The only charge in connection 
with the Annual Meeting will be for 
the Annual Dinner. 

The Annual Dinner and all technical 
sessions will be open to visitors, but a 
registration fee of $1.00 per session will 
be exacted from non-members. 

Only members may attend the annual 
business meeting of the Institute, Monday 
evening. 

GOLF 

Members and visitors who wish to par- 
ticipate in a golf tournament are asked 
to notify the registration desk or to send 
word in advance, to the Institute. Ar- 
rangements will be made for play on a 
course near New York City on Wednes- 
day, September 19, beginning at 2:00 
P.M. The tournament will be followed 
by dinner at the Club House when prizes 
will be awarded. Theve will be a small 
charge for admission to the tournament. 


A tentative acceptance has been received 
by the Convention Committee from Profes- 
sor A. A. Berle, Jr., to address the annual 
dinner. Professor Berle is an honorary 
member of The Institute—the first and only 
honorary member. He is City Chamberlain 
of the City of New York. He was a mem- 
ber of President Roosevelt’s original “brain 
trust,” or ‘kitchen cabinet,” as Professor 
Berle characterized it in an address to the 
Institute in December, 1932. 

What Professor Berle has to say is always 
interesting. He has a high concept of what 
controllers may do for business, and for the 
nation, and inspires controllers with his 
presentation of what he believes is their 
present and future task. 

Several members of The Institute are pre- 
paring papers to be presented in the tech- 
nical sessions of the annual meeting, and 
sufficient assurances regarding attendance 
have been received by the Convention Com- 


mittee to assure the largest meeting The In- 
stitute has conducted. The subjects to be 
discussed will be chosen from replies to a 
query recently addressed to members. Great 
interest in this year’s sessions is being shown 
by all members of the organization. 


WILLIAM M. McCOY 


William M. McCoy, controller of the 
American Brake Shoe & Foundry Com- 
pany, died June 28, in Flushing Hospital, 
New York, as the result of injuries suf- 
fered in an automobile collision. Mr. 
McCoy became a member of the Con- 
trollers Institute of America on May 21, 
1934. Although there had been com- 
paratively little opportunity for Mr. 
McCoy to become known to many of 
the members of the Institute, those who 
had been privileged to meet him had 
formed a high estimate of his character 
and ability. He was 54 years of age 
and leaves a widow, his mother, three 
brothers and two sisters. 

Mr. McCoy was born at Lafayette, Ala- 
bama, and began his career as a stenog- 
rapher for the Atlantic Coast Line Rail- 
road. He served the government as an 
accountant in connection with the con- 
struction of the Panama Canal, and was 
later with the reclamation division of the 
Department of the Interior at Denver. 
Still later he served in the income tax 
division of the Internal Revenue Bureau. 
In 1916 Mr. McCoy took charge of the 
munitions plant of the American Brake 
Shoe and Foundry Company at Erie, 
Pennsylvania. Four years later he came to 
New York to become controller of the 
company. He was also vice-president of 
the American Forge Company and con- 
troller and director of the Southern 
Foundry and Machine Company and the 
Southern Wheel Company, which are sub- 
sidiaries of the Brake Shoe Company. He 
was also controller of other subsidiary 
companies, the American Malleables 
Company, Ramapo Ajax ,Material Corpo- 


ration. 
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Established 1888 


Farquhar J. MacRae & Co. 


CERTIFIED PUBLIC ACCOUNTANTS 
90 Wall Street, New York 
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LONDON DUBLIN 









































COOL, COMFORTABLE 
AS A COUNTRY CLUB! 


atop 


HOTEL MONTCLAIR 


Lexington Ave., 49th to 50th Sts., N. Y. C. 


Drink and be merry from 4:30 'til dawn 


in eho vow CAFE CHANTANT ....:. 


DAVE GARDINER 


International Revue Entertainer 


RITA BELL 
Songs and Imitations at the Piano 
JOSEPH ZATOUR’S Continental Dance Orch. 


* 
AT DINNERG®SUPPER 


Harold Stern 
& HIS ORCHESTRA 
MARIO & FLORIA - ROSITA ORTEGA 


x * * 


NO COVER CHARGE AT ANY TIME 


DINNER AND SUPPER FROM $1.50 
SATURDAY AND HOLIDAY EVES. FROM $2.00 


te keaenae Ke we ke Kah Khe KK Kk 



































1933 YEAR BOOK 


OF AMERICA 


Available to Non-Members at $2.00 a Copy 


| CONTROLLERS INSTITUTE | 


Contains Reports of Discussions at Annual Meeting of 1933; 

Historical Matter Concerning Beginnings of Institute; Descrip- 

tion of Current Activities of Institute; List of Institute Publica- 

tions; Membership Roll; and Other Interesting Features. 
Copies of 1932 Year Book Available at Same Price 


Valuable Reading for Any Controller 


CONTROLLERS INSTITUTE OF AMERICA 


One East Forty-second Street New York City 

















ROYAL TYPEWRITER COMPANY, INC) % 
> \ 


s\ ROYAL presents . 
Touch yetro ol * Improved use Freedom» Muted Action 


sce cso 
Minimize Eye-Strain * many other 


with Touch Control! Merely the 
turn of a dial! e Muted Action, as 
exemplified in this new Royal, great- 
ly reduces the noise of typing and 
definitely absorbs vibration. e Eye 
strain, a constant threat to typists, 
has been practically eliminated. 
Non-glare Finger Comfort Keys, 
Improved Shift Freedom, Shielded 


Type-bar Action protect the eyes 


exclusive features 


from the mechanical distractions 
that cause optical fatigue. @ All in 
all, there are seventeen major im- 
provements—more than a hundred 
refinements—each created to mini- 
mize effort, to save time, to produce 
neater, more accurate letters. Yet the 
price is unchanged. Invite a demon- 
stration. Try this latest Royal in your 


own office .. . Compare the Work! 


EW YORK CITY © BRANCHES AND AGENCIES THE WORLD OVER 








